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CONTROLLER’S  OFFICE 
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The  City  Services  Auditor  was  created  within  the  Controller’s  Office  through  an  amendment  to  the 
City  Charter  that  was  approved  by  voters  in  November  2003.  Under  Appendix  F to  the  City  Charter, 
the  City  Services  Auditor  has  broad  authority  for: 

• Reporting  on  the  level  and  effectiveness  of  San  Francisco’s  public  services  and 
benchmarking  the  city  to  other  public  agencies  and  jurisdictions. 

• Conducting  financial  and  performance  audits  of  city  departments,  contractors,  and  functions 
to  assess  efficiency  and  effectiveness  of  processes  and  services. 

• Operating  a whistleblower  hotline  and  website  and  investigating  reports  of  waste,  fraud,  and 
abuse  of  city  resources. 

• Ensuring  the  financial  integrity  and  improving  the  overall  performance  and  efficiency  of  city 
government. 

The  audits  unit  conducts  financial  audits,  attestation  engagements,  and  performance  audits. 
Financial  audits  address  the  financial  integrity  of  both  city  departments  and  contractors  and  provide 
reasonable  assurance  about  whether  financial  statements  are  presented  fairly  in  all  material  aspects 
in  conformity  with  generally  accepted  accounting  principles.  Attestation  engagements  examine, 
review,  or  perform  procedures  on  a broad  range  of  subjects  such  as  internal  controls;  compliance 
with  requirements  of  specified  laws,  regulations,  rules,  contracts,  or  grants;  and  the  reliability  of 
performance  measures.  Performance  audits  focus  primarily  on  assessment  of  city  services  and 
processes,  providing  recommendations  to  improve  department  operations. 

We  conduct  our  audits  in  accordance  with  the  Government  Auditing  Standards  published  by  the  U.S. 
Government  Accountability  Office  (GAO).  These  standards  require: 

• Independence  of  audit  staff  and  the  audit  organization. 

• Objectivity  of  the  auditors  performing  the  work. 

• Competent  staff,  including  continuing  professional  education. 

• Quality  control  procedures  to  provide  reasonable  assurance  of  compliance  with  the  auditing 
standards. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO  

OFFICE  OF  THE  CONTROLLER  Ed  Harrington 

Controller 

Monique  Zmuda 
Deputy  Controller 

May  24,  2007 

Isam  Hasenin,  Director 
Department  of  Building  Inspection 
1660  Mission  Street,  Sixth  Floor 
San  Francisco,  CA  94103 

Dear  Mr.  Hasenin: 

The  Controller’s  Office,  City  Services  Auditor,  presents  its  report  on  ownership  of  property  in  San 
Francisco  by  employees  of  and  officials  connected  with  the  Department  of  Building  Inspection  (DBI).  In 
the  two  years  we  examined,  July  2004  through  June  2006,  only  one  DBI  employee  (who  since  left  the 
department)  obtained  an  ownership  interest  in  a real  property  in  San  Francisco  in  the  12  months 
following  a complaint  made  against  the  property  to  DBI.  In  this  case,  which  was  previously  reported  by 
the  San  Francisco  Chronicle,  it  appears  that  the  property  was  distressed.  However,  we  were  unable  to 
verify  that  the  employee,  then  a senior  building  inspector,  took  advantage  of  knowledge  gained  on  the 
job  to  buy  the  property. 

Such  property  acquisitions  are  not  prohibited  by  law  or  regulation  but  will  be  in  the  future  if  the  City’s 
Ethics  Commission  adopts  the  Statement  of  Incompatible  Activities  for  the  DBI  and  Building  Inspection 
Commission  (BIC)  that  it  approved  in  draft  form  in  2006.  The  audit  includes  one  recommendation  for 
the  Ethics  Commission  and  one  for  the  DBI. 

The  responses  of  the  DBI  and  Ethics  Commission  to  the  audit  are  attached  as  Appendices  A and  B. 
Both  organizations  agree  with  our  recommendations.  We  appreciate  the  assistance  and  cooperation 
that  staff  of  the  BIC,  DBI,  the  Ethics  Commission  and  the  Department  of  Human  Resources  provided  to 
us  during  the  audit. 

Respectfully  submitted,  ^ 

Ed  Harrington/ 

Controller 


Audit  Team:  Mark  Tipton,  Audit  Manager 

Alexandra  Bidot,  Audit  Staff 
Houman  Boussina,  Audit  Staff 

cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 


415-554-7500 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  316  • San  Francisco  CA  94102-4694 


FAX  415-554-7466 
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INTRODUCTION 


Audit  Authority 


Background 


The  Ability  of  DBI  Employees  to 
Own  Real  Estate  May  Soon  Be 
Restricted 


Objective 


We  conducted  this  audit  in  response  to  a request  from 
the  president  of  the  City’s  Building  Inspection 
Commission  (BIC).  The  request  and  audit  were  discussed 
at  the  BIC  meeting  of  October  2,  2006  The  BIC  president 
requested  this  audit  after  the  San  Francisco  Chronicle 
reported  in  August  2006  that  a Department  of  Building 
Inspection  (DBI)  senior  building  inspector  had  gained 
financially  by  using  information  obtained  in  the  course  of 
his  job  to  acquire  a distressed  property  facing  a DBI 
enforcement  action  that  was  first  triggered  by  illegal 
remodeling. 


Created  in  1994  by  voter  referendum,  the  DBI  and  its 
governing  board,  the  BIC,  regulate  building  projects  in  the 
City.  In  fiscal  year  2006-07,  the  DBI  has  a budget  of 
$59  million  and  289  full-time  equivalent  positions. 

This  audit  identifies  an  instance  of  a real  property 
transaction  that  was  not  prohibited  during  the  audit 
period.  However,  in  2006,  the  City’s  Ethics  Commission 
initially  adopted  a draft  statement  of  incompatible 
activities  for  the  DBI  and  BIC  that,  if  adopted  in  final  form, 
will  restrict  the  ability  of  DBI  and  BIC  employees  and 
officials  to  buy  property  in  San  Francisco.  Specifically,  no 
employee  or  officer  of  the  DBI  or  BIC  will  be  allowed  to: 

• Use  nonpublic  information  obtained  through  his  or 
her  public  duties  to  buy  or  invest  in  property  in  San 
Francisco. 

• Buy  property  in  San  Francisco  if  the  property  has  a 
DBI  code  enforcement  action  under  review  or  if  there 
has  been  such  an  action  in  the  preceding  12  months. 

• Buy  property  in  San  Francisco  if  that  employee  or 
officer  has  provided  direct  services  for  that  property 
address  in  the  preceding  12  months. 


The  purpose  of  this  audit  was  to  determine  the 
prevalence  of  one  type  of  property  transaction  that  could 
indicate  a conflict  of  interest  at  DBI.  Specifically, 
properties  bought  by  DBI  employees  or  officials  affiliated 
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with  DBI  shortly  after  a complaint  was  made  to  DBI  about 
the  property  could  indicate  that  the  employee  or  official 
learned  of  the  property — and  its  condition  and  other 
circumstances  that  could  lead  to  its  sale — through  his  or 
her  City  position  and  used  that  knowledge  to  his  or  her 
advantage  for  financial  gain. 

The  audit  assessed  whether  any  City  employee  or  official 
associated  with  the  permitting,  inspection,  or  code 
enforcement  processes  obtained  an  ownership  interest  in 
property  in  San  Francisco  within  12  months  of  a 
complaint  about  the  property  to  DBI.  Complaints  can 
come  from  any  source,  including  a DBI  building  or 
housing  inspector  or  a tenant  or  neighbor  of  the  property, 
and  can  trigger  a code  enforcement  action  by  DBI.  All 
such  complaints  are  to  be  entered  into  DBI’s  Complaint 
Tracking  System.  Code  enforcement  actions  include 
notices  of  violation  and  orders  of  abatement. 


Scope  and  Methodology  We  considered  property  transactions  and  DBI  employees 

and  members  of  related  boards  and  commissions 
employed  during  the  period  of  July  1,  2004,  through 
June  30,  2006,  and  complaints  DBI  received  between 
July  1,  2003,  and  June  30,  2006.  We  relied  on  but  did  not 
attempt  to  determine  the  accuracy  or  completeness  of  the 
statements  of  economic  interests  (California  Form  700) 
filed  by  DBI  employees  and  members  of  related  boards 
and  commissions  who  were  included  in  our  scope.1 

Using  sophisticated  data  analysis  software  called  ACL 
(Audit  Command  Language),  we  merged,  sorted,  and 
compared  for  matches  data  from  a variety  of  City  sources 
to  achieve  the  audit  objective.  We  identified  names  of  DBI 
employees  and  related  officials,  property  owner  names, 
property  block  and  lot  numbers  and  addresses,  property 
transaction  dates,  complaint  dates  and  complaint 
descriptions  from  the  following  sources: 

• More  than  30,000  complaints  received  by  DBI  during 
a three-year  period  and  recorded  in  DBI’s  Complaint 


1 The  majority  of  DBI  employees  are  required  to  complete  the  California  Form  700,  which  requires  one  to  identify 
assets,  including  real  property,  owned.  Specifically,  theForm  700  requires_DBLemployees  and  members  of  DBI- 
related  boards  and  commissions  (the  Building  Inspection  Commission,  Access  Appeals  Commission,  Board  of 
Examiners,  Unreinforced  Masonry  Building  Appeals  Board,  and  a department  separate  from  DBI,  the  Board  of 
Appeals)  to  report  their  interests  in  real  property  (other  than  a personal  residence)  located  in  San  Francisco  in 
which  they,  their  spouse,  registered  domestic  partner,  or  dependent  child  has  a direct,  indirect,  or  beneficial 
interest  of  $2,000  or  more. 
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Tracking  System. 

• Rosters  of  DBI  employees  and  members  of  related 
boards  and  commissions  from  the  Department  of 
Human  Resources  and  BIC. 

• Property  ownership  histories  from  the  Assessor- 
Recorder’s  Office. 

• Statements  of  economic  interests  (California  Form 
700)  filed  annually  with  the  City’s  Ethics  Commission 
by  DBI  employees  and  members  of  affiliated  boards 
and  commissions. 

Using  data  from  DBI’s  Permit  Tracking  System,  we  also 
identified  building  permits  on  which  a DBI  employee  or 
member  of  a DBI-related  board  or  commission  was 
named  as  an  owner,  general  contractor,  architect,  or 
engineer.  We  then  determined  whether  another  person 
named  on  the  permit,  in  any  capacity,  bought  real  estate 
in  San  Francisco  within  one  year  of  a complaint  against 
the  property  made  to  DBI. 

We  performed  the  following  analytical  steps  to  conduct 
this  audit: 

1)  We  began  with  the  complaints  from  DBi. 

2)  For  each  property  with  a complaint,  we  used  block 
and  lot  numbers  to  match  the  property  with  the 
record  in  the  Assessor-Recorder’s  database,  from 
which  we  got  the  property’s  ownership  history. 

3)  For  properties  with  ownership  changes  within  12 
months  after  a complaint,  we  compared  the 
names  of  the  new  owners  with  the  names  of  DBI 
employees  and  members  of  related  boards  and 
commissions. 

4)  We  relied  on  Form  700s  to  tell  us  if  an  employee 
or  official  declared  an  ownership  interest  in  a 
property  and,  based  on  the  information  above,  we 
included  as  “matches”  declared  properties  that 
had  an  ownership  change  within  12  months  after 
a complaint. 

5)  For  any  case  in  which  a new  owner’s  name  in  the 
Assessor-Recorder’s  records  was  the  same  as  or 
similar  to  a name  of  an  employee  or  official,  we 
considered  whether  they  were  truly  matches, 
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eliminated  nonmatches,  and  kept  potential 
matches  for  further  analysis. 

6)  For  the  few  cases  that  remained  as  potential 
matches  after  the  steps  above,  we  assessed  the 
circumstances  of  the  ownership  transfers  by: 

• Analyzing  ownership  histories  more  closely  to 
see  if  the  ownership  change  had  been  a true 
change  in  owner  or,  instead,  was  merely  a 
change  in  the  legal  name  in  which  the  person 
or  family  held  the  property  (e.g.,  ownership 
changed  from  an  individual  to  a trust  or 
company  controlled  by  that  person). 

• Consulting  the  complaint  record  detail  to 
determine  if  the  complaint  indicated  that  the 
property  was  in  poor  condition. 

Finally,  for  any  true  matches,  we  attempted  to  conclude  if 
the  owner  of  the  property  gained  knowledge  of  the 
property  through  his  or  her  City  position. 

We  did  not  attempt  to  identify  properties  that  may  be 
owned  indirectly  by  DBI  employees  or  members  of 
related  boards  and  commissions  through  businesses  or 
trusts  in  which  they  have  an  economic  interest  if  they  did 
not  report  this  on  a Form  700  and  if  the  name  of  the 
business  or  trust  does  not  include  some  form  of  their 
names.  We  also  did  not  identify  properties  that  may  be 
owned  by  relatives  of  DBI  employees  or  members  of  DBI- 
related  boards  and  commissions  if  the  employee  or  board 
member  did  not  report  this  on  a Form  700. 

To  accomplish  this  audit,  we  interviewed  staff  at  DBI  and 
the  Assessor-Recorder’s  Office  familiar  with  the  data 
systems  we  relied  on  and,  on  a sample  basis,  tested  the 
reliability  of  data  in  those  systems. 

We  conducted  this  performance  audit  in  accordance  with 
Generally  Accepted  Government  Auditing  Standards.  We 
believe  that  we  adequately  planned  and  performed  the 
audit  to  achieve  the  audit  objectives  and  that  the 
evidence  obtained  provides  a reasonable  basis  for  our 
findings- andconclusions  based  on  our  audit  objectives, 
as  required  by  these  standards. 


AUDIT  RESULTS 


Summary 


Finding 


We  found  only  one  instance  of  a DBI  employee  who  had 
bought  property  in  San  Francisco  in  the  year  after  a 
complaint  was  made  about  the  property  to  DBI.  In  this 
case,  which  was  previously  reported  by  the  media,  it 
appears  that  the  property  was  distressed  and  that  the 
employee,  then  a senior  building  inspector,  may  have 
used  knowledge  he  gained  on  the  job  to  buy  the 
property.  However,  there  was  insufficient  evidence  to 
conclude  whether  the  employee  did  or  did  not  buy  the 
property  based  on  knowledge  he  gained  through  his  job. 

Property  acquisitions  such  as  this  are  not  prohibited  but 
may  be  in  the  future  by  policy  of  the  City’s  Ethics 
Commission.  The  audit  includes  one  recommendation 
for  the  Ethics  Commission  and  one  for  DBI. 


The  Vast  Majority  of  DBI  Employees  Do  Not  Use 
Information  Gained  on  the  Job  to  Buy  Property  in 
San  Francisco 

One  DBI  employee — a senior  building  inspector  who  is 
no  longer  with  the  department — obtained  an  ownership 
interest  in  a real  property  in  San  Francisco,  838  Alabama 
Street,  in  the  12  months  following  a complaint  made 
against  the  property  to  the  DBI.  Three  serious 
complaints  about  this  property,  indicating  it  was  in  poor 
condition,  were  filed  at  DBI  in  June  and  August  2005, 
and  DBI  enforcement  action  followed.  The  senior 
building  inspector,  through  a limited  liability  company, 
became  the  owner  of  the  property  in  January  2006. 

The  San  Francisco  Chronicle  reported  that  838  Alabama 
Street  was  distressed  and  the  employee  took  advantage 
of  knowledge  he  gained  on  the  job  to  purchase  the 
property  after  the  DBI  had  initiated  an  enforcement 
action  against  it.  We  confirmed  that  the  senior  building 
inspector  was  in  charge  of  the  Code  Enforcement 
Division  at  the  time  it  was  involved  in  the  DBI 
enforcement  action  that  followed  at  least  one  of  the 
complaints  made  about  838  Alabama  Street;  however, 
we  could  not  confirm  that  he  knew  of  the  complaints  or 
enforcement  action.  We  found  no  other  instance  of  a DBI 
employee  or  member  of  a board  or  commission 
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Recommendations 


associated  with  the  DBI  becoming  an  owner  of  a 
property  in  the  12  months  following  a complaint  made 
against  the  property  to  the  DBI. 

Property  acquisitions  such  as  this  by  DBI  employees  or 
officials  are  not— and  were  not  during  the  audit  period- 
prohibited  by  law,  regulation  or  City  policy.  However,  at  a 
minimum,  such  acquisitions  could  present  the 
appearance  of  a conflict  of  interest  by  the  DBI  or  its 
employees  and,  therefore,  should  be  avoided.  Such 
property  acquisitions  will  be  forbidden  in  the  future  if  the 
City’s  Ethics  Commission  adopts  in  final  form  the 
Statement  of  Incompatible  Activities  for  the  DBI  and 
Building  Inspection  Commission  (BIC)  that  it  adopted  in 
draft  form  on  September  1 1 , 2006. 

The  final  statement  of  incompatible  activities  for  the  DBI 
and  BIC  is  subject  to  negotiations,  which  began  in  2006, 
between  the  City  and  labor  unions  that  represent  the 
affected  employees.  At  least  one  such  union,  Local  21  of 
the  International  Federation  of  Professional  and 
Technical  Engineers,  objects  to  some  of  the  restrictions 
in  the  statements  of  incompatible  activities  for  DBI  and 
other  City  departments,  and  maintains  that  these 
proposed  restrictions  would  constitute  a major  change  in 
working  conditions  for  its  members. 

Although  such  a property  transaction  is  rare,  it  has 
happened  at  least  once  and  the  risk  that  it  could  happen 
again  exists  and  should  be  mitigated. 


1.  The  Ethics  Commission,  through  City 
representatives  in  negotiations  with  labor  unions 
representing  DBI  employees,  should  seek  to  retain  in 
the  final  version  of  its  Statement  of  Incompatible 
Activities  for  the  BIC  and  DBI  the  provision  that  these 
organizations’  employees  and  officers  be  prohibited 
from  acquiring  an  ownership  interest  in  property  in 
San  Francisco  within  one  year  of  an  enforcement 
action  against  the  property  by  DBI. 

2.  If  the  Ethics  Commission  follows  the 
recommendation  above,  the  Department  of 
Building  Inspection  should  establish  a monitoring 
mechanism  to  help  enforce  this  restriction. 


Specifically,  the  DBI  and  BIC  should  consider: 

• Requiring  DBI  employees  and  members  of  the 
BIC  and  other  DBI-related  boards  and 
commissions  to  report  any  pending  purchase  of 
real  property  in  San  Francisco  before  the 
transaction  is  completed. 

• Using  DBI  computer  systems  to  track  and 
document  the  status  of  each  employee’s  and 
member’s  reported  property  holdings,  including 
dates  of  ownership  transfers. 

• Reviewing  for  completeness  the  statements  of 
economic  interests  (Form  700s)  submitted  by  DBI 
employees  and  members  of  the  BIC  and  other 
DBI-related  boards  and  commissions  before  they 
are  provided  to  the  Ethics  Commission.  Forms 
with  real  property  sections  that  are  clearly 
incomplete  should  be  returned  to  the  employee 
or  official  for  completion. 
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APPENDIX  A: 

DBI’S  RESPONSE  TO  THE  AUDIT 


City  and  County  of  San  Francisco 
Department  of  Building  Inspection 


Gavin  Newsom,  Mayor 

Isam  Hasenin,  P.E.,  C.B.O.,  Director 


May  14,  2007 


Mr.  Edward  M.  Harrington 
Controller 

Office  of  the  Controller 
1 Dr.  Carlton  B.  Goodlett  Place 
Room  316 

San  Francisco  CA  S4102 
Dear  Mr.  Harrington: 

The  Department  of  Building  Inspection  has  reviewed  the  Post  Audit  of  DBI:  Property 
Ownership  by  Employees  and  Members  of  Boards  and  Commissions  and 
enclosed  is  the  department’s  response. 

• Establish  a Monitoring  Mechanism 

DBI  Response:  We  agree  with  this  recommendation.  DB!  will  establish  a reporting 
system  within  90  days  of  the  Ethics  Commission’s  approval  of  the  final  version  of  the 
Statement  of  Incompatible  Activities. 

If  you  have  any  questions,  please  do  not  hesitate  to  contact  my  office  at  558-6131 


Sincerely, 


Isam  Hasenin,  P.E.,  C.B.O. 
Director 


1660  Mission  Street,  Sixth  Floor -San  Francisco  CA  94103 
Office  (415)  558-6131  - FAX  (41 5)  558-6225 
Email:  lsam.HasenIn@sfgov.org 
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APPENDIX  B: 

ETHICS  COMMISSION’S  RESPONSE  TO  THE  AUDIT 


Ethics  Commission 

City  and  County  of  San  Francisco 


E-Mail  Address:  ethics.commission@sfgov.org  Web  site:  sfgov.org/ethics 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO  - CONTROLLER’S  OFFICE 


We  want  your  feedback! 

Please  use  the  following  web  link  - or  fill  out,  detach  and  mail  the  attached  card  to  let  us 
know  your  thoughts  on  this  report. 

Option  1:  Web 

http://co.sfqov.orq/controller/feedback/?id=625 
The  feedback  link  is  listed  with  the  report. 

Option  2:  Mail 

Just  fill  in  the  card  below,  fold  this  in  half  and  mail! 

Option  3:  Phone 

Call  the  Controller’s  Office  at  415-554-7500  and  we  will  take  your  feedback  over  the 
phone. 

Thank  you  for  your 

Fold  along  the  dotted  line  and  mail! 


Controller’s  Office  Report  Feedback 


Department  of  Building  Inspection:  Using  Information  Gained  on  the  Job  to  Buy  Property  Was  an  Isolated 
Incident 


□ Resident  of  Another  City: 

□ Other: 


Very 

Good  Neutral  Poor  Poor 

□ □ □ □ 

□ □ □ □ 

□ □ □ □ 

□ □ □ □ 

□ □ □ □ 

Comments: 


For  a complete  list  of  our  reports,  visit  our  website  at  http://www.sfaov.org/controller 


□ San  Francisco  Resident 

□ Media  Reporter 

□ San  Francisco  Employee 

How  do  you  rate  this 
report? 

Very 

Good 


Significance  of  topic  □ 

Clear  & concise  □ 

Objective  & fair  □ 

Useful  □ 


Overall  Report  Quality 


Thank  you! 
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